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tax and other revenues and dem-
onstrates a need for financial assist-
ance to perform its governmental func-
tion as the result of the disaster.

(2) Resubmission of application. If a
loan application is disapproved, in
whole or in part, by the Associate Di-
rector because of inadequacy of infor-
mation, a revised application may be
resubmitted by the local government
within sixty days of the date of the dis-
approval. Decision by the Associate Di-
rector on the resubmission is final.

(d) Community disaster loan. (1) The
loan shall not exceed the lesser of:

(i) The amount of projected revenue
loss plus the projected unreimbursed
disaster-related expenses of a munic-
ipal operating character for the fiscal
year of the major disaster and the sub-
sequent 3 fiscal years, or

(ii) 25 percent of the local govern-
ment’s annual operating budget for the
fiscal year in which the disaster oc-
curred.

(2) Promissory mote. (i) Upon approval
of the loan by the Associate Director
or designee, he or she, or a designated
Loan Officer will execute a Promissory
Note with the applicant. The Note
must be co-signed by the State (see
§206.364(d)(2)(ii)). The applicant should
indicate its funding requirements on
the Schedule of Loan Increments on
the Note.

(ii) If the State cannot legally cosign
the Promissory Note, the local govern-
ment must pledge collateral security,
acceptable to the Associate Director,
to cover the principal amount of the
Note. The pledge should be in the form
of a resolution by the local governing
body identifying the collateral secu-
rity.

(Approved by Office of Management and
Budget under Control Number 3067-0034)

§206.365 Loan administration.

(a) Funding. (1) FEMA will disburse
funds to the local government when re-
quested, generally in accordance with
the Schedule of Loan Increments in the
Promissory Note. As funds are dis-
bursed, interest will accrue against
each disbursement.

(2) When each incremental disburse-
ment is requested, the local govern-
ment shall submit a copy of its most
recent financial report (if not sub-
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mitted previously) for consideration by
FEMA in determining whether the
level and frequency of periodic pay-
ments continue to be justified. The
local government shall also provide the
latest available data on anticipated
and actual tax and other revenue col-
lections. Desired adjustments in the
disbursement schedule shall be sub-
mitted in writing at least 10 days prior
to the proposed disbursement date in
order to ensure timely receipt of the
funds. A sinking fund should be estab-
lished to amortize the debt.

(b) Financial management. (1) Each
local government with an approved
Community Disaster Loan shall estab-
lish necessary accounting records, con-
sistent with local government’s finan-
cial management system, to account
for loan funds received and disbursed
and to provide an audit trail.

(2) FEMA auditors, State auditors,
the GAR, the Regional Director, the
Associate Director, and the Comp-
troller General of the United States or
their duly authorized representatives
shall, for the purpose of audits and ex-
amination, have access to any books,
documents, papers, and records that
pertain to Federal funds, equipments,
and supplies received under these regu-
lations.

(¢c) Loan servicing. (1) The applicant
annually shall submit to FEMA copies
of its annual financial reports (oper-
ating statements, balance sheets, etc.)
for the fiscal year of the major dis-
aster, and for each of the 3 subsequent
fiscal years.

(2) The Headquarters, FEMA Office of
Disaster Assistance Programs, will re-
view the loan periodically. The purpose
of the reevaluation is to determine
whether projected revenue losses, dis-
aster-related expenses, operating budg-
ets, and other factors have changed
sufficiently to warrant adjustment of
the scheduled disbursement of the loan
proceeds.

(3) The Headquarters, FEMA Office of
Disaster Assistance Programs, shall
provide each loan recipient with a loan
status report on a quarterly basis. The
recipient will notify FEMA of any
changes of the responsible municipal
official who executed the Promissory
Note.
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(d) Inactive loans. If no funds have
been disbursed from the Treasury, and
if the local government does not an-
ticipate a need for such funds, the note
may be cancelled at any time upon a
written request through the State and
Regional Office to FEMA. However,
since only one loan may be approved,
cancellation precludes submission of a
second loan application request by the
same local government for the same
disaster.

§206.366 Loan cancellation.

(a) Policies. (1) FEMA shall cancel re-
payment of all or part of a Community
Disaster Loan to the extent that the
Associate Director determines that
revenues of the local government dur-
ing the full three fiscal year period fol-
lowing the disaster are insufficient, as
a result of the disaster, to meet the op-
erating budget for the local govern-
ment, including additional unreim-
bursed disaster-related expenses for a
municipal operating character. For
loan cancellation purposes, FEMA in-
terprets that term operating budget to
mean actual revenues and expenditures
of the local government as published in
the official financial statements of the
local government.

(2) If the tax and other revenues rates
or the tax assessment valuation of
property which was not damaged or de-
stroyed by the disaster are reduced
during the 3 fiscal years subsequent to
the major disaster, the tax and other
revenue rates and tax assessment valu-
ation factors applicable to such prop-
erty in effect at the time of the major
disaster shall be used without reduc-
tion for purposes of computing reve-
nues received. This may result in de-
creasing the potential for loan can-
cellations.

(3) If the local government’s fiscal
year is changed during the ‘‘full 3 year
period following the disaster’” the ac-
tual period will be modified so that the
required financial data submitted cov-
ers an inclusive 36-month period.

(4) If the local government transfers
funds from its operating funds ac-
counts to its capital funds account,
utilizes operating funds for other than
routine maintenance purposes, or sig-
nificantly increases expenditures
which are not disaster related, except
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increases due to inflation, the annual
operating budget or operating state-
ment expenditures will be reduced ac-
cordingly for purposes of evaluating
any request for loan cancellation.

(5) It is not the purpose of this loan
program to underwrite predisaster
budget or actual deficits of the local
government. Consequently, such defi-
cits carried forward will reduce any
amounts otherwise eligible for loan
cancellation.

(b) Disaster-related expenses of a mu-
nicipal operation character. (1) For pur-
pose of this loan, unreimbursed ex-
penses of a municipal operating char-
acter are those incurred for general
government purposes, such as police
and fire protection, trash collection,
collection of revenues, maintenance of
public facilities, flood and other hazard
insurance, and other expenses normally
budgeted for the general fund, as de-
fined by the Municipal Finance Officers
Association.

(2) Disaster-related expenses do not
include expenditures associated with
debt service, any major repairs, re-
building, replacement or reconstruc-
tion of public facilities or other capital
projects, intragovernmental services,
special assessments, and trust and
agency fund operations. Disaster ex-
penses which are eligible for reim-
bursement under project applications
or other Federal programs are not eli-
gible for loan cancellation.

(3) Each applicant shall maintain
records including documentation nec-
essary to identify expenditures for un-
reimbursed disaster-related expenses.
Examples of such expenses include but
are not limited to:

(i) Interest paid on money borrowed
to pay amounts FEMA does not ad-
vance toward completion of approved
Project Applications.

(i1) Unreimbursed costs to local gov-
ernments for providing usable sites
with utilities for mobile homes used to
meet disaster temporary housing re-
quirements.

(iii) Unreimbursed costs required for
police and fire protection and other
community services for mobile home
parks established as the result of or for
use following a disaster.

(iv) The cost to the applicant of flood
insurance required under Public Law
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